Selected Data on the Operations of
US. Affiliates of Foreign Companies, 1977

THIS urticls presents deta for 1977
from o new annual sample survey on the
operntions of TLS. nffiliates of foreign
compani#s.' The datn eover affilintes’
balanes sheets and income statements,
selected finnneial data by transsetor,
Iendovmership, plant and equipment,
employment and smployes compensas
tion, merchondise trade, and resesrch
and development expendituraes. Estima-
tes of growthier 197477 for anumaber of
key item3 are also presented; 1974 data
wera from BEA's lnst benchmark survey
of foreign direct investment im the
United States,

Thase flata supplement those on the
foreign direct investmnent positicn and
relaéted internailensl transections thot
ars published conuelly, uaually in the
August issue of the JurvEy oF CurRENT
Busmness.! The Aupost articles focus on
the relationship between 1.8, affilintes
nad their foreigo parents and cover the
foreign porenks’ transactions and posis
tions with their U8, effilintes. This
nrticle focuses on the operations of the
11.8. affiliates themselves, inoluding
their transactions and pesitions with

Hore—The survey was sonduosted under
the supervision of James L. Bomkomp, Chiel,
Dirent Invesiment in ths United Biptes
Branch, Intermationnl Investment Division.
Baverly A. Feeser was prgject lesder For
oditing and processing the survey forms.
AmeM Gllbhert oned Richar] Muutery designetd
the computer progeams for doto retrieval ond
ANEIYEER.
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persons other than their foreipn parents.

For example, the direct investment

position, oz shown in the August

articles, is equnl to foreign parents’
pquity in ood net outstanding losns
to their U.S. affiliates; U.S. affilintes’
tatal assets, 835 shown in this article,
are equal to the sam of tofal ownery'
equity held by both foreign parents nod
all other persons nod toted liabilities
owed to both foreign parents and all
other persons,

Highlighis of this article are:

s Jn terms of most mensures, such os
employment and landowneship, TS,
affilintes pccounied for a small share
of the total U8, econvmy. Thair
share of total U.S. merchandise trade,
however, was relatively loxgs.

w 0.5 afliliates’ assets were $131.56
hillitn ot yearend 1977, Almost three-
fourths of the totnl was ncconnted
{or by oifiliates with pareats in the
Nethedands, Cannda, the United
Eingdom, Germany, snd Japen. By
industry, 80 percent wos accounted
for by offiliates in mamdacturiog,
wholesnle frnde, petrolevm, and
Imsurance,

o US. offilintee’ linbilities were $90.7
billion. Ovar 80 percent of both their
gurrent lishilities and Jong-tenm debi
were to .5, parsons.

» The gross book valus of nffiliates’
land was $7.9 billion, Affilictes owned
56 million nores and leased 28.8
million acres. By Sinte, affilintes
owned tha largest number of neres in
Tennegses, Nevada, Colorado, Wis-
consin, and New Mexies. Lond usad
for agricultural purposea accounted
for 3.1 million of the cores owned and
1.6 million of the ncres leased.

» Affiliates employed 1,122,207 per-
sons. Their employment was lsrgest

By NED G. HOWENSTINE

in New York, Californin, and New

Jersey. Monu{ncturing affiliates’ am-

ployment wns largest in the same

three States,

+« For mponufocturing nffilintes, the
hoeurly woge rate of production work-
s was §9.81.

s Thero was considerable voriation in
growth in the key items exemined.
For exnmple, employment, of aflil-
iates grew st an annual rats of nhout
3 percent, while employes compensa-
tion grew ot an annual roie of 13.2
percent,

The article is orgmpized as followa:
The first section describes the sample
and its relationship to the affiliste
universe and to all U.8. businerses, The
second briefly discusses ihe distribution
of totnl pssets by country of foreign
parent nod by industry of nffiliste, and
presents additicns] datn dor selected
items by country of foreizn paront. All
of the remaining sections axcept the lost
focns on data disagerepnted by industry
of offiliate; thres of theas—those that
sover londownership, plant and equip-
ment, and employment—discuss data
disnggregnied by Stcte and regionm ns
well. The last section briefly discusses
growth Jor 1974-77 for e number of key
items.

The Sample

The sumple for the 1977 survey con-
sists of offilintes—other than benk=—
thet had total essets, sales, or net in-
come proater than $6 million or that
ownad 200 or mors acres of 118, land in
19773 For such affiliates, reporting wos
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Table L—Total Assets of U5, Afflintes at Yearend 13771

AUl of doliery)
Devsloped coumiricy Devsloplog commidy
Allarsas |- ol | Gamste m’um Nuber- | v | smse | sopus | omor | Tocat [ sate | Otber
AN Indinasirie. ~| W, 0| 1Eau FL LT [ R ] I8 EM 18,80 1.4 1L T ] [-N ] U, 1,48

g B o ) B 8 el o Bl B e
dmimmpoIII | ) R Ve Vel 3B o8| of| o IB| B 8| &
stz 18| 38| %l 8 | | Gl T o §| o | S| oo
T bbbl I < .%'.m P I N I R I T 1 -
:l- Bt wwﬂm of dats of InErridie) soolpan b 2, Finhariva ary inalpad In “glhar. ™
mondotory wndoer the International In- ment for differsnces in covernge npd Country by Industry
vestrnant Survey Aet of 1976, In BEA's  definition belween the 1974 and- 1977 Distribution

surveys, U.S. nffiliates ars required to
roport on 4 consolifated bass; the
consolidation for o given affilints has to
include wll other pffilintes owned more
than 50 percent by that affiliate. Over
1,900 raporits were filed with BEA;
they scover approximately 5,800 U5,
atffilintes.

Tha report of o consolidoted enter-
prise may epver operations In more
than ene industyy. Where this is the
cage, the enterprise is classified in the
single industty in which its sales are
latgest. Thus, the industry classification
of the enterprizse is not necessorily in-
dicative of the full ronge of netivities
it conduets.

Dote. m this article cover only
affilietes in the zample, that is, the
dnto. have not been expanded to uni-
verse levels, However, data for offili-
ates jo the somple accounted for
almost all of the data for the universe
of o)l U.5. affiliates, This is indicated
by a comparison, besed on BEA’s 1074
benchmark survey of foraign direct
investrgent In the Uniied States, of
1974 data for the sample with 1974
date for ihe universe.' After adjust-
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surveys, the date show that affiliates
in the axmple accounted for 93.5 per-
cent of the tolal assete of the 1074
umversa. The percenteges were plso
high for other key items. {See tech-
nical note.)

Because the sample occounts for
auich o lorgre portion of the afiliote uni-
Verse, compatison of ssmple dets with
all-U.S. data for 1977 gives & gond indi-
oation of the economic asignificance of
U.8, affilintes relntive to the total U.S.
sconomy. By most measuves, affiliates
were small relative to the economy. For
axamnpla, affilintes hod 1.1 million em-
ployses, nbout 2 percent of the 87.8
million amployees of oll 11.5. businesses
{axespt banks); they owned 5.6 million
aores of lond, less than one-helf of 1 par-
cont of the 1,847.2 million privately
owned neres in the United Sintes. How-
aver, affiliates necoountad for o relotively
lorge shore of totel US, merchandise
trode. Their exports, nt $2¢.@ hillion,
were 20 percent of the $120.8 billiom of
total U8, exports; their imports, ot
£42.5 billion, were 28 percent of the
$151.7 billion of total V.5 imports.*
Affilintes’ share of exports wns large
hecouze severnl wholesale trade cow-
panies that hod large grain sxports were
.8, affilintes, Their share of imporis
was large because nffiliates wers reln-
tively heavily econcentrated in two
wholazala teade imndustnes—motor va-
hicles and metals and minersls—that
socounted for o substantial portion of
total U.5. imports.

Total assets of U.5. affilintes in the
sample were $131.5 billion ot yearend
1977 (table 1). Almost three-fourths of
these assets were accounted for by
offiliates with parents in five countries—
the Natherlands, Canoda, the United
Eingdom, {fermuny, snd Jopan. Affil-
iates with parents in the Netherlands
had the largest shure-—23 percent of the
total.

Affilintes with parents in all devels
oped countriss combined teepunted for
00 percent of totel assels; those with
porents in developing countries -
counted for the remainder. For the
developing countries, totol assets were
lorgely accounted for by affilintes with
Latin Amerienn parents, particularly
porenis in the Netheciands Antilles,
the Behamas, Bermuda, and Panama
(table &).
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In clossifying data by country of
foreign parent, BEA uses the country
of the first compeuny sutside the Tnjtad
Btates in o foreign chain of ownership.
In some inatemces, the country of the
first. company diffars from that of the
ultimate (beneficial) owner. In partic-
ulor, & large portion of the totol nssete
of affilintes with pareats in the Nether-
landa Antilles, the Bahamas, Bermuda,
ond Ponemn, ond o amaller portion of
the total nssots of offilintes with parents
in the Netherlands and Switzerland,
reprasent investments owned benefi-
tinlly by residents of other couniries.

Orver BO percent of total assets were
necounted for by four of the ten major
induatries shown in table 1—manufnec-
turing {29 percent), wholesole trnde
(21 percent), petroleum (20 percent),
and insurance (18 percent). Within each

SURVEY OF CURRENT BUSINESS

of these industries, the distribution by
vountyy of foréign pevent was highly
voneantrated, partieulntly in petroteum
and insurance, In petroleum, affiliates
with parents in the Netherlonds ne-
counted for nlmoat thres-fourths of
tote] asseks. In insuranes, affiliates with
parents in Canode, the United King-
dom, and Switzerland aceounted for
over three-fourths of the total, Five
countries accounted for over three-
feurths of totsl nasets in both monufae-
turing and wholeenls trode. In manu-
facturing, the five countries (ranked by
siza} were Germaony, the United King-
dom, Csnonde, the Netherlands, and
Switserland. In whelesale trede, they
wers Jdapan, Germony, France, the
United Kingdom, ond the Nethardands.
Jupanese-owned affilintes alone me-
counted for 43 percent of total nssats in
wholesele trade.

Jaly 196
Balance Sheet

The balance sheat for U5 aifiliates
ot yearend 1977 is presented in teble 3,
Of total assete of 31315 billion, net
fized assets were $42.0 billion, or 32 per-
cent. Trode sccounta and notea recsiv-
able wire 19 percent, inventories 17
percent, abd invesGments 13 percent of
the total. (Investments ore mainky
affiliates” security holdings snd equity
in unconsolidated businesses.)

Among indusiries, the composiiion of
total ascets largely reflects industry
charneteristics. For example, in goods-
producing industries that require rela-
tively larps amounts of copitel (such ns
petroleum, mining, and manufacturing),
or in industries where landownership is
significant (such os real estate amd

Tahle 2.—Selorted Datn of U.5. Aflintes for 1977, by Country of Ferclgn Pareat 1
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ogriculturs snd forestry), met fixed
assebs were large shares of total assets,
In industries that provide services (such
as finance, except benking, snd in-
guronee), net fived asset shores weve

._ )

Total claims on affiliates’ asseta con-
istad of liabilities of $00.7 billion {69
parcent of the total) and owners’ aquity
of $40.8 billion. Of totel liabilities, long-

% erm dabt accounted for 36 percent and
% irade mccounts and notes paysble for
4 31 percent. As was the case for total
A nseets, differences among industries in
f the composition of tolal claims partly
A reflecied industry chersciaristics. For
9 example, in the indusiries meationed
3 where fixed assets were large shares of
1 totel assets, at lenst 70 pervent of total

claims were accounted for by owoers'
equity and leng-terma debt, reflecting
the fach thet fxed amsets require rela-

SURVEY OF CURRENT BUSINESS

Income Statement

U8, affilistes' total income was $182.6
hillion (table 4). Almnost sll—p0 parcent—
was sales [or gross operating revenues).
Sales were largely accounted for by
affiliates in wholesela trade and msnu-
facturing, Within wholesale trade, the
thres largest industries—iarm-product
raw materials, metaly and minarals, and
motor vehicles—each acsountad for 20
percent or more of total sales. Almost
otie-half of the sales in wholesals trade
were bttributable to sffiliates of Japa-
nese parenis. These affiliates accounted
for two-thirds of all seles in motor
vehicles wholesala trade and three-fifths
of all gales in metals and minerals whole-
sals teada, In maaufecturing, 36 percant
of total sales were by chemical affilintes.

Toial costs and expenses were $178.8

35

ating expenses (costs of goods sold plus
selling, general, and administrative ex-
penszes}. U.8. income taxes, at 3.3
billion, were leas then 2 percent. Net
income alter tax—total incone leas totel
costs and expenses—was §3.8 billion.

Selected Financial Data by
Transactor

Dats by transactor provids, for ses
lected linhilities and current receivables,
abraalidown showing to whom affilintes'
linbilities are owed and from whom
affilintes’ receivables wre duwe. Trans-
actors are classified by whether they
are U.5, offiliated foreign, or unaffli-
ated foreign persona. For liabilities,
transactors are further cross-classified
hy whether they are banks or others.

Selected Hobilities
Dats by transactor ore avaiable for

tivaly long-torm financing. hillion. Almost %7 percent were oper- aoffiliotes’ current Lobilities {“trade ac-
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eounts and notes paynble” plue “other
evprent liabilities'”) and long-term debt
(table 5), These labilities, which were
$81.2 billion, acceuntad for 90 percent
of affiliates’ total hinbilities,

Most of the nfiliates’ surrent liabili-
ties and long-term debt—82 and 85
percent, respectively—wera to U5,
persans. A large portion of nffilintes’
current lihilitise resulted from pur-
choses of gowods, materiale, snd supplies
on eredit, The T0.5. share of thess linbili-
ties was larpe becausa the purchnses
wers mainly from T.5. personz® Tha
[1.5. share of long-term debt was lerpa
probably beciuse affilintes penerally
found borrowing in TD.5. capital marketa
leas expensive and more convenient than
borrowing in foreign markets.

. This atotesnant 13 Dased of & comnporison of oMb
Irnporis with sk ater’ wopte el sxpenres eolaling (o opara -
thons"" siier 1ho lntier wears adiaiisd io sxolnde mepr cast
Tlems, mh 03 copheyes compoosalion and deprecintios,
whish are not ke purshasss of geods, malerinke, or gopplies.

SURVEY OF CURBRENT EUSINESS

Virtaolly all of the U.S, labilities
wers to unafflinted persons’ Most of
affiliates’ liabilities to foreign persons
were to affiliated companies {foraign
parents and foreign oaffiliates of foreign
parents}.

Bank borrowing nccounted for o sig-
nificantly larger portion of affiliates’
[1.S, labilities than of their forsign
lishilities, Bonk borrowing was almost
40 percent of affiliates’ current liahilities
and 27 percent of their long-term debt
to V.5, persons, but only 16 percent of
both their current liabilities and long-
tarm dabt to foreigners.

By industry, about two-thirds of
nffiliates’ liabilities to 11.5. persons wera
accountad for by affilistes in whelesals
trade, monufacturing, and petroleum

T. The biwakdown af afilsta 1.0, UahitHied betwem
affillale] we) wosilleied .9, permona b omt iB0wi I Ebs
1l boesmae reprried UMHICs: o sMMited TLE. pamons
wany tegily fhile,

(tabla 6). Almost three-fourthy of affil-
jates’ linbilities to forsign persohs were
accounted for by affiliotes in wholesole
trode ond memufacturivg. In both in-
dustries, foreign linhilitias were mainly
to sffilinted perscns—in wholesale trade,
76 peorcent, ond in manufacturing,
86 parcent.

In most mdust.ruas, the composition
by mnturity of offiliates’ foreign and
.S, Habilitiae wns about the anme. For
exomple, in wholesale trade, current
Yinbilities were B8 percent of foreign
liabilities nod 87 percent of U.B, Liabil-
ities; in manufacturing, the shares were
48 peoreent nnd 52 perceat, respestively.
Exceptions were petrolsum, where sur-
rent linbilities were 84 parcent of foreigh
liakilities but only 33 percent of U5,
Liakilitiea, end retail trade, where
surrent linbilitics were 24 percent of
forsign linkilities but 61 percent of U.S.
liabilities.

Fable 4o=[ncome Statement of 1.5, Aflintes in 1%7
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Current recelvablas

Current receivables {“trade aceounta
and notes Tecsivable” plur “other cur-
rent recsivables’?) wera $25.6 billion. Of
thiz total, 84 parcent were due {rom
T1.8. parzons. The 1.5, share wns Inrge
becauzs affilintes’ sules, which genernte
most suirent recsivables, were mainly
to U5, persons, (The ratio of affilintes’
exports to affilintes” aplas was 13 per-
#omt.)

Ovar 60 percent of affiliates’ curtent
roceivobles weare accounted for by
gffiliates in wholasnle trade and menu-
{octuring. In wholesale trode, 74 per-
cent of current leceivables were due
from U8B, persens sod in manufoeotur-
ing, %2 percent.

Landownership

Table 7 shows data on the pross book
value of affiliates’ land and on the
number of acres of land and mineral
rights owned snd leased by affilintes
{hereinofier relerred to as weres owned
ond lensed). The wereage data are
further dizeggregated o show sep-
arately the poréion used for agriculturel
purpozes, including timber production.®

A Tl gress bock vatun of land 1s [us historkeal epn bafixey
deitiation of smomolsied daptotion. IL inchades the waluo
af bowend Jamd dbot s Teon copliabizmd, Asres oangd ood
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lezowd By an afiints a9 oparisd, mfeok oy the aiilinte's
Ebprélt In o parloobor trsol of lend whon Lhat Buionosd is
leaa Lhan 100 pavieit,

SURVEY OF CURRENT BUSINESS

For mony industrieg in table 7, dato
On #orgs were suppreesed to avoid dis-
closure of data for individual companies,
as requived by the confidentislity pro-
vieions of the International Investment
Sorvey Aet. The suppressions reflect
the high degree of convemtration of
acres owned and leased among o few
.2, offilictes. Tha pross book velues
wars less concentrated and, therefors,
requited] fower suppressions. The dif-
ference in soncentration occcurred be-
cause the gross bock velue of land
owned by soma affilistes wos relotively
small even thouph the number of acres
awnad was ralatively large. For these
affiliates, the cost per sera of land! was
low,

Tha gross beok value of land held by
affiliates at yenrend 1977 wis 37.0
billion; oflintes owned 5.6 million
nerea and lensed 28.8 million neres
Lond used for seriselturnl purposss
necounted for 3.1 million of the acres
owned and 1.6 million of the acres
legsed, More than one-halfl of the
agrisultural land owned and mors than
one-fifth of that lensed wos probabiy
timberlan.

By irdustry

The disttibution of the gross beok
value of londl and of aeres owned di-
fered among industries. This difference
oeurred hacause the value of o given
nere of land may vary actording to its
nea and loention and, due to hastorieal
coat valuation in ecombination with

a7

Table 5=Selected Fipanaial Baeta of U8,
Affilintes at Yearend 1977, by Transastor !
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rising tonid prices, the date purchased.
Alse, leagail land that has been capi-
talized {primerily land with mineral
rights) iz reflected in zross book volue
but net in acres owned.

Over three-f ourths of the gross book
value of laind was accoanted faor by
affiliates in petroleum (with 39 per-
centy, manafacturing (22 percent), and
real estnte (17 percent). Mozt of the
proas baok valua in petrolenm probably
vepresante lond davoted to ol and
naturel gas axploration and extraction.
In manufacturing, more than one-half

Tabla 6.—Seleoted] Finanoln] Date of U.S, Affliotes ar Yenrend 2977, Malse Indostry by Transactor |
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Table To=Land and Mincral Bights of (1. 5. Afhliaies at Yearend 1977 L
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of the gross book value was neoounted
for by affiliates in chamicalz and food
products. Because several of tha largest
of thess pffilintes had substantial see-
ondary eperntions in petrolenm, most
of the pgroes hook wolue probobly
raptesents land used for petroleum or
natural gas extraetion. The grosz book
value in real estote larpely represemts
ownership of commercial land, such
as office building sites.

Acrea owned were primarily neconnt-
ed for by nffilintes in ogricuitere and
forestry (30 percent), mesmufacturing
(29 percent), and petroleum (12 per-
cent), Within manufacturing, aeres
owned were mainly attributable éo
affiliates in paper pmdunta and “ather”
manufacturing.

Most of the lend thet was used for
ogricaltural purposes was ownad by
pifilintes in agricolture amd forestry
ond in meoufscturing. About two-
thirds of the 1.5 million neres owned

by agriculture and forestry affilintes
weré in agriculture and one-third were
in foresiry. Of ths land owned by
offilintes in agriculture, almost two-
thirds was owned by pffiliates whosa
major activity was livestock preduc-
tion and whose land wos probably
mainky posture or ranpe. Almost all
of the remuoinder wos owned by affilintes
whose major activity wos crop produe-
tion.

In monufactaring, 34 percent of the
1.2 million bgriculturel aeres owned
ware in paper products and 11 parcent
were in 'other industries,” wmninly
lumber and wood products. In both
indusiriea, land was probably lergely
timberland.

Of ihe 28.8 million oneres laasesd by
affilistes, most wers devoted to the
explorntion for and extraction of fuels.
Almost thres-fourths of the total wes
leased by affilistes in petrolsum, pri-
marily for oil and natursl pas axtrac-

July 1980

tion. Of the remainder, over 15 percent
wsa leased by nffilintes in monufocbur-
ing and & percent hy those in mining.
In manufacturing, where affiliates in
food products snd chemicals aceounted
for mosé of the total, the land was
largely for exploration for nnd extrac-
tion of oil, noturnl gas, ond coal. In
mining, lnnd was probably largely de-
vobed to coal and uranium exploration
and sxtraction.

0Of the 1.6 million leased agrioultursl]
neres, aver 45 parcent were lensed by
affiiates in agriculture and forestry.
The remoinder woa lensed by offilintes
in manufactwing and renl estate. In
ogriculture and forestry, the affiliates
that lensed were mainly eagoged in live-
stock production, and the land was

probobly largely pasturs or range.
By State and region

Table 8 shows the gross 'm-nk value of
affilintes’ land, ncres owned, snd neres
lensad classified by the State and region
in which the land was loceted. {The
regions shown in the talds are the eight
BEA regions). The total gross book
value of land zhown in table 8 i= $0.3
billian la=s than that shown in table 7.
The difference s the volue of land
¢ntried in boalance shest accounts other
then in "“fived nssats’ or “other current
amets,” which is included in table 7
bt not in table 8.

The gross book value in “other terri-
tories and offchore,” ot $1.2 billion, wos
largor than that in any individunl
State, It wis primarily nccounted fo-
by affilistes in petroleum and repre-
sented the volue of leased offshora acre-
nge devoted to oi! ond neturnl gos
extroction. Among Stabtes; gross book
value woe largest in Texas ($0.9 billion),
Californis ($0.8 billion), and Florida
{$0.4 billion). Among regions, it wos
lorgest in the Southenst ($L.7 billion).

States in which affiliates owned the
largest number of acres were (remked
by siza) Tennessee, Navads, Colorade,
Wisconsin, and New Mexico. Jn Ten-
negsaa, over one-half of the 0.4 million
acres wore owned by sffiliates maenu=
facturing paper products and were
probably largely timberland. Amwoog
regions, the number of acrea owned by
affiliates was lurgest in the Sountheast
(1.0 milion aores}.

¢ — i — i — — L
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Stetes in which sffilistes leased the ming, By region, lensed acreage was sccounted for almost one-third of total
larpest nwmber of acres wers North largest in the Rocky Mountains; the Isnd leased by affilistes.
Dakots, Montans, Texes, and Wyo- 0.4 million mores leased in +his region
Plant and Equipment

Table §,—Lapd, Flant and Equipment st Yearsud, and Employment of U.5. Affiliates
foe 1997, by State? Table 9 shows the gross book velua of
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By industry

The gross book value of affiliates’
plant and equipment was $53.8 billion.
Capital-intepsive geeds-producing in-
dustries accaunted for most of the totel;
over three-fourths wis in manufec-
turing and pecroleum. Of the $20.7
billiocn in manufecturing, almost one-
haif was in chemicals (mainly industrial
chemicals).

Affilintes’ tote! plant and egwipment
expendifures during 1977 wers 362

Toble 1.—Erplorati d  Deveto 4
Expenditures of U:g; J:%liltﬂl in 197 "
(M fiong of doflay]

Frer
Twiad .. 1.64%
Mining. .. .13
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hillion and were lnrgely secounted for
by affilintes in pstroleum and monue-
facturing. Expenditures for new plunt
and equipment were $8.9 billion, or 8¢
percent of total expenditures. In most
industries, such expenditures were ot
lanst %0 percent of the total. An excep-
tion wne reo) estate, where expenditures
for new plant and equipment were only
26 percent of total expenditures. In this
industey, spending wos lurgely for pur-
choges of existing commersial struoc-
turas, such as office buildings.

FPetreleumn ond mining exploration
ind development expenditures were
$1.6 billion. Petroleum affilintes’ ex-
penditures wore 84 percent of the tetal,
Monufocturing ond mining  affilintes
accounted for most of the remainder.
By State and region

Of the total gross boek value of plant
nnd equipment, aver 20 pereent was in
Alnskn and Texas combined {table ).
Petrolaum affilintes’ plont snd equip-
ment wns blse lorgest in these bwo
States. In Alaskn, over 85 parcant of the

Toble 11.~Employment sl Exvpdoyes Com pensation of 1.9, AfHaves in 1977
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total was owned by petrolenm affifintes;
their plant and equipment meinly con-
siasted of facilities fer extracting and
transporting crude oil. In Texas, almost
two-thirds of the total was owned by
petroloum affiliates.

The gross book value of manufac-
turing affiliates’ plant snd equipment
wos largest in New Jersoy and Texas.
In hoth Stotes, chemical sffiliotes
accounted for most of the monufactur-
g tated.

By rugion, the gross book value of
affliates’ plant and equipment was
laxzest in the Southeast ($12.8 billion).
In #his region, over me-helf of the
total was in menufoctaring.

Employment and Employee
Compensation

Table 11 shows employment and
employee compensation of U3, offil-
intes. Employmont is the sverage
numker of full-{ime and part-time
smployess on affiliates’ payrolls during
1977. Emplayee compensation consists
of wapes and solaries ond employee
benefits. Woges and salaries are the
monetary remuneration of employees—
including sularies of corporate officers,
commissions, and bonuses—ond pay-
ments in kind. Employee beunefits
conzist of employer centributivns to
pmployees' socinl ipsurance, privete
pension plens, and weliare funds.
Employment

By indusiry.—Affiliates employed
1,122,207 persons in 1977, Over one-
half of the totsl wos in manufacturing,
lareely in chemicals. Other industries
whers empleyment was relatively lorge
wars wholesnle trade (with 12 percent
of the total), reteil trade (11 percent),
and petroleum (9 percent).

Differences among induatries butween
the distribution of employment and of
the groes hook value of plant snd equip-
ment reflect differences in ¢he copital
intensity of production (measured as
the amount of ecapital used per worker).
For example, petrolenm offiliates, whose
preduction is highly capital-intensive,
aecounted for 38 percent of the gross
hook walue of plant and equipment but
only 9 percent of the employment.
Similarly, within manafacturing, chemi-
cal affilistes, whose -production is slse
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highly capital-intensive, accounted for
46 percent of the plant and equipment
but culy 30 percent of the employment.

By State and region—Affiliatss' em-
ployment: was largest n New York and
California, each with 19 percent of the
total, snd New Jersey, with 7 percent.
Munufacturing affiliates’ employment
was Mso largeat in these three Btates. In
New Jersey, 82 percent of totel employ-
ment was in manwfacturing ; in Californis
end New Youk, the perocentoges were 50
snd 48, respectively, Wholesels troade
affiliates’ employment waz largest in
California. Employment of rotail trade
and patroleum affiliates was loygest in
New York snd Texas, respectively.

By ropion, one-fourth of affiliates’
simployment waa in the Mideast. Over
ona-half of the emplayees in this region
were in manulncturing,

Compensation

Employea compensation wss $17.5
billion. Wages nnd salnries were #14.7
billion, or 84 percent of compensation,
anl employes benefita wers the re-
mainder. Among industriss, the woges
and selaries share of total compensntion
ronged from 73 percent in mining o 90
percent in finance, except banking,

Annunl compeneation per employes
was $15.577. Compenontion rates wers
highest in {finance, except banking
($22,1568) ond lowest in roteil trade
(510,127). In manufesturing, snnual
compansation per anployes was $15,929,
ranging from $13,750 in electrical ma-
chinery to $13,087 in monelectrical
machinery. Difforences in compensnton
rhtes may partly refiect differences
amony industries in the portion of tetal
employment accoumted for by part-time
employess, Aleo, they muy partly refent
differences among industries in the por-
tion of total employment accounted for
by production workers, because annual
tompensation rates of production work-
ey differ considerably from those of
nouproduction workers. One wey @
corvect for these differences is to com-
pare hourly wage rates of production
workers alone,

Hourly woge rates
Table 12 shows employmeat and slso

Wages and selaries of production snd

benproduction workers for msmufac-
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turing affiliates only.”® For production
workers, data on hours worked and
hourly wage rates nre shown as well.

Production workers in manufacturmg
zre the employees, up to and incduding
working foremen, who are involved in
the physical production, hondling, and
storage of goods and releted services.
Howms worked arve anouel hours per
production worker. They exclude hours
paid for holideys, vacations, sick leave,
snd other paid leave. Hourly woge rates
of production workers were calculated
by dividicg annusl wages and salaries
by annhuel hours worked.

The hourly wage rate of production
workers in manufocturing was $5.51, In
chemicals, which bad the lergest num-
ber of production workera, the rate wos
%$5.71. Woge rates were highest in non-
glectrical wachinery ($6.98) ond lowest
in eleotrical machinery {§4.54).

Differences ameng industriss in
bhourly wage rates may pertly refloct
differsnces in the average skill levals of
production workers. For exmmple, in
nonelectrieal machinery, most produe-
tion werkers wers probably employed
in fabrication ond milling of metals,

30. Indosriz athsr than manndestarite e 2ol Khoum in
tabls K2 Docaxds of U Woavss quality of Ube datn reported
lo BEA O eumsnpiwimring slllete. My of thoe
afllates du owt notrastly distinguish betwemn pmedwatisn
worketd #d penpreduslien workees in e sen Teosrds.
Alp, 50mg. o Lhens afiliates’ uplayecs, il 40 SMERAN 1D
wholersls wnd reisll irsds, whe tre dleesiiled as prodonticn

kel Pyt annoal salarten rather thew howtly wogpet,
30ttt Cealr hoars worked o oot recordtdl
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operations that require relatively high
akill levels. In elscitical machinery, on
the other hand, most production work-
ars wore probably employed in assembly
of electronic components, an operation
that requires somewhat lower skill
lovnls, Differences wmmong induastriee
moy ols0 reflect diffevences in the degree
to which production workers wers uwn-
ionized, the amount of overtime worked,
and the geographic locntion of manufnc-

turing operstions.
Merchandise Trade

Dato on U.S, affiliates’ merchandiss
irnde are prosented in table 13, Afliliate
trade refers to the physical moverent
of gouds between the Unifed States and
foreign  countries, rather than to
changes in the ownership of goods. For
example, if the title to goods is trans-
férved by a TS, offiliste to ite foreign
porent, but the goods remain in the
United Staies, no export should be
reported. Similarly, if o U.5. affiliote
takea title to goods located outside the
United States that sre not actually
shipped to the United States, no impoert
should be reported. Exports and im-
porta are wvalued free nlongside ship
{f.a.s.) at the port of exportation. The
datn are classified by industey of offil-
iate; trade daka dmggragu‘tﬂd by com-
mndjty were not collected in the sample
SALIVEY.

Fahle 12=—Employment and Wages and Salotles of U.S. Manufsoturing Aflistes in 1977
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Table 13 =—=Merchotdies Trade of .5, AffiTiotes im 1977, by [ndustry Affiliste !
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U.B, nffiliates had exports of 324.1
billion amd imporis of $42.5 billien in
1077, About one-hnll of the exports
were to affiliated foreigners and two-
thirds of the imports were from
sffilinied foreigners. Wholesnle irade
affilintes accounted for most of both
exparts and imports.

Wholesals trade affiliates” exports, at
$10.4 billion, were 80 percent of tetnl
exports, Within whelssele trade, affil-
intes in farm-product raw materials apd
in metals and minerals accounted for 57
end 21 parcent of the total, respectively.
Almost two-thirde of the exports in
Farm-procduct raw matericla were to
unaffiliated foreigoers, and wers prob-
obly meindy grein shipments by French-
sod Japnnese-owned affiliates: the for-
mer shipped over one-heli amd che
Initer over one-fourth of the total. In

metale and minerals, exports were main-
ly to uoffilioted foreigners. Japonese-
owned affiliates shipped four-fifths of
the total,

Wholesule rade affilintes’ imports,
ot 5306 billion, wera 72 percent of
total importe. Within wholesale trade,
36 percent were sccounted for by
affilictes in motor vehicles and 22
percent by affiliates in metals ond
minerals, About four-filths of the im-
poris o moier vehicles were from
offiliated foreigners. Japanese-ownad
uffiliates accounted for twe-thirds and
Germen-owned affilintes for one-fourth
of the industry total. Two-thirds of
the imports in metals and minernls
were from affiliated foreipmers. About
ona-hal! of the imperts in this industry
were  atiributable to Japanese-ownad
affiliates.

July 1880

Research and Development
Expenditures

Expenditires by affiliates for re.
seatch and developmeat (R. & D))
consist of all costs inewrred for R. &£ D,
ineluding depreciation, wages and ealar-
jes, Eaxes, coats of materinls and
supplies, and allocated overhead costs.
R. & D). performed by others for
affilintes is ineluded ; R. & D. parformed
by affiliates for nthm is excluded.

Affilintes’ R. & D. sxpenditures were
$898 million (tabla 14}, Spendivg was
mainly by affiliates in manyfacturing
(7% percant of the total) nnd patrolenm
(12 percent). In manuwfacturing, afiile
istes in chemicals occounted for 65
percent and those in machinery for 13
percent. of expenditures:

By country, affiliates with perents
in the developed countries scocunted
for over 83 percent of the totsl. Spend-
ing by sffilistes with parents in the
Netherlands, nt $230 million, was
partisularly large,

Growth, 1974=T7

Datn similar to those presented in
this nrticle for 1977 were collected in
BEA's 1974 benchmack survey of for-
gign direct jnvestment in the United
States, Differepces in covernge ond
definitions between the 1974 bench-
merk survey and the 1977 sample sur-
vay, 08 well as revisions to the 1974 date
made after publication, preclude direct
pomparison of puldished dnta from the
two surveys. However, it is possible to
adjust 1974 dats to impreve compera-
bility. (See the technical note for s dis-
cussion of the differences belween the
1974 and 1977 date ond » description
of the vdjustments to the 1974 dats.)
The wdjusted 1974 date and the 1977
duaie from the snmple survey were ussd
tn oulculate growth rates for o number
of koy items st the all-industry level.
The resulting compound onnual retes
of growth for 1974-77 ore shown in the
accompanying tebulation.
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The considerable variation in annual
rotes of growth among the items
reflacted in part diffarential effacta of
inflation, changing industry mix, and
eyclical ecomomic developments, The
lowest raie of prowth—d4.5 parcant—
was in employment. The next lowest—
6 perceni—was in acres of land owned.
Becouse peither employment nor neres
owned are mensured in dollars, their
growth rates were not directly affected
by inflation. The growth rotes of ench
of the other items—total assets, net
fixed nsaeis, sales, nnd employee com-
peasation—were directly nffected by

Growth in affilinte employment wos
slower thon 4.5 percent if a reugh
acljustment is mode to necount for a
difference in how employment wus meas-
ured in- the 1974 and 1477 surveys, (A
more precise adjustment is not possible
banouse necessaty deda are not avails
able;) In the 18974 survey, employment
was mensured as the number of full-time
squivalent (FTE} employees, FTE em-
pleyment counts o pori-time employes
a3 a percentage of o full-time employes,
with the percentaze depending on the
portion of o full-time schedule worked.
In 1977, employment was mensured as
nverape full-time and port-time (FT-
PT) employment; by this mensure,
port-ime smployess are counted on the

} sume basis as full-time employees. As &

result, employment in the 1671 survey
i Jowsr thon it would hLave been if
measured om the 1977 hasis, Although
FT-PT smployment of affiliates in 1974
15 not Imown, it oon be roughly eati-
mated using dats for oll U.3. businssses

J (except banks). Based on this rough
Jestimote, prowth in effiliate ernploy-

ment wae ahout 3 percent,”

Growth in affiliate employment out-
puced the l.G-percent annunl rete of

|growth in employment of all T.S.

businesase (except banks) for the 1974~

(77 period. As o result, nffilintes ao-

tovmted for a slichtly higher portion of

e e e

U. FI-FP snd PTE capleyseant tar o) 1.8, boainrmes
{830ap4 banka) Bro B nabinal fesme And JrodLet dceounk

W 7 sl 88, repactively, B (he July ¥'E Bomwgy.
“Téll&ﬂﬂww.nht.m FT-PT md FTE omplopment ko
" (tpeapt banks) variad widely by indistry.
mfhmmdiﬂ'um ‘waht ided In derieing Cas aatimpls of 1971
IR lwymvsk on a0 FT-PT bly, Compartmn of the
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Table 14, =Regeareh and Derslopment
Exnpanditures of US. Affliates Io 19371
(84 Hama o dolbarg)

Expoad-
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employment for sll U5, businesses
{excapt banks} m 1977 than in 1074.

Employes compensation of affiliates
grow ai an annual rote of 13.2 parcent.,
In wountrast, employas compensation for
ol U.5. businesses (except bonks) grew
ot o B.O-percent rote over the same
period."

Total nssets grew at an anhua! rate
of 12.% percent; net fixed assets grew
somewhat fester, 15.7 percent. Both
rotes reflect the impact of inflation, The

Ui HEETT gravwth [ cinployment sad aneployst cotapen-
asthon Forall 0.4, boplosses faece pb banks are dman maplonal
iniedme mnd produat arennnt, aies 8.7 uid 8.8, mapectivaly,
i the Juily 1O wnd Joly Lt Sourers.
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bigher rate for net fixed nesets partly
reflacts the effect of mujer expansions
by seversl existing offilintes. Thesa
affiliates hod lorger inerenses in net
fixed assets tham in other sssets, auch
03 mventories and receivables, becaunse
new pradustion, aseocioted with these
axpanzions was not yet fully underway
by 1977. Ao, relatively large pur-
chagea of land and othsr real estate
would tend to raise net fived nessts
relative to other asset categories,

Sales grew at on annual rate of 11.0
percent, somewhat slower than total
azsets ond et fixed assste. Inflation
would ba expected to have a grester
impaet on sales, which are valued in
current dollars, thon on net fixed nssets
(ond, therefore, on total assets), which
ore valued at historicel cost. That sales
graw more slowly than net fixed assets
in port reflects the major expansion by
existing affiliates mentionsd above,
which, by 1977, had not yet been ac-
componied by correspending increnses
in sales. Similariy, affilintes nawly estab-
lished since 1974 moy have added aub-
stontisl net fixed assets to the offilinte
tota] but moy not have yet contributed
significantly to soles. Finally, sales may
kave grown more slowly than net fixed
assets becawse land and other real
estate purchases directly increpze net
fixed assets but may hove o limite
impact on sales, :

Technical Note

The date in this article are for the
sample of T.B. affilintes of foreign com-
papies that reported in BEA’s Interim
Survey of Foreign Diract Investment in
the United States, 1077. Similar and
more datniled data for the universe of
all TILS. affilintes were collected in
BEA’s 1974 benchmark survey of for-
eign direst investment in the United
Stotes. There ore differences in coveraps
nnd definitions between the two sur-
vays, in nddition, revisions to the 1974
universs datn wers mode after pablica-
tion. This note disousses the differences
and describes adjustments to the 1974
data that are neaded to improva com-
porabiliy. Estimotas of the portion of
the 19074 universe of nll .5, affilintes
covered by the sample and of 1974-77
growth are provided, hased on adjustad
data for & number of ksy items.
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The first panel of table A (lines 1-7)
shows 1074 benthmark survey data for
the key items and the adjustments
needed to improve comparability with
1977 ssmpls dets. Line 1 shows 1974
benchmark data, os published.® Line 2
igs the net odjusbment for definitional
and statistical revisions mods after pub-
lioztion of the 1974 data. It comsists of
two parts—adjustments to reflect a
chonge In consolidation rules Qine 2a)
and othar adjustments {line 2h).

In the 1974 benchmeark survey, Te-
porting on o eonsolideted baste wos
generally not penmitted, i.e., n seporate
report was required from sach .S,
affiliate. In the 1977 ssmple survey,

TA Thess dsts arw & pabliked in U8, Dapariment of
Cooopares, Fordgn Divea Ipasiaeny fo S Coded Statu:
Kaperi of B¢ Secrriary of Cymmorcs 6 S Cungreas in Capl-
oo anith by Frint Teccalmasd Sudy Ad of 77 (Pahllc
Law 10-4700, Vohume % Apxil 1,

U5, affiliates wers required to report
on & consolidnted basts; the consolido-
tion for o given afftliate bad te ipclude
all other affiliates owned more than 5@
percent by thot athlinte. The changs in
tulkts was made to eliminnte duplice-
tion of interaflilinte trensnctions in
certain items, ns wall as to reduce
respondents’ reporiing urden.

Of the items shown, the change in
consolidation rules offects only total
asgete and sales, The 1074 datn for
thess iterns are adjusted by subtracting
from the published totnls nveilable
dats on interaffilisate assets and sales
that would hava bean largaly eliminated
in eopmsolidetion i the 1974 raporis
bod been filed on o consclidated basis.
For total asoets, the ndjustment of
513,831 million iz the sum of (1) equity
invesiment im other TS, affiliates
(%9,575 million) and (Z) ourrent re-

——

Joly 1984

coivables {$2,759 million) ond Dom-
current receivables and invesbmenis
{$1,297 million) due from U8, parents
pad U8, affiliastes of foreign parents,
For sales, the adjustment of $5,565
million reptescuts the sum, ecrom nll
affiliates, ¢f sales by ench affiliats to
other U8, affiliates of its foreign
porent,¥

The change in consolidetion rules
aluo nffected industry clossification of
ofilinkes. In both the 974 bonchmarle
and 1977 sample surveya, affilintes wers
clogsified by industry based om the
disiribution of their sales. In the 1977
smnple survey, affilintes reporting s
one consolidated emtity would hsve
been classified in the sinple mdustry
in which that consolidated entity’s
sales were largest. In the 1974 bemoh- |
mark survey, on the other hand, the
same affiliates may have been classified
in o number of different induséries, .
determinsd by the industries in which |
the individual affiliates’ sales were |
largest. Thus, data below the all-indws.
{ries lovel are not comparable for 1974 i
snd 1977.

Line 2b reprezents the net amount
of oll other definitional and statistical
revisions made ofter publication of the
1074 benchmark dats. Defimitionel
changes include: (i) the removal from a;l
dirsct. mvestment of U.S, branch sta- .|
tions, ticket offices, and port facilities
of forsipn nirlines snd ship operators
that service only their foreign paremé -
compsamies; ond (2) the Temoval from
foreign direct investent in the United

il el e - o

{ Tontinued on page £5)
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States of datn for n lerge U.5.-incorpo-
rated petroleum company operatiog
in the Middle East. (For a diseussion
of the latier change, ses the QOotober
1977 Survey, p. 36.) Statistical re-
vigions include corrections to the pub-
lizhed 1974 dato end inclusion of dota
from reports received nfter publication.

Line 3 shows 1974 doto for US.
offiliates in banking. Book affilistes
were not covered by the 1977 sample
aurvey because similor dote for them
were collacted by the Federal Reserve
System,*

“Deaths," shown in line 4, represent
1974 data for U.5. companies that were
nffiliates {owned 10-percent or more by
foreigmers) in 1974 but wera liquidnted
ar sold, or those in which foreign owner-
ship was reduced éo less thon 10 per-
cent, by 1977, Because these compnnies
would not have been part of the 1977
direct imvestment universe, ther datn
were excluded from ihe 1974 benchmunrk
date for purposes of eatimating the cov-
erage of the universe accounted for by
the 1877 sample.
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Aftar nll adjustments, the remainder,
chown in line 5, represents raviged 1974
data for all offlistes thet potentiolly
could have reported in 1977. Line §
shows 1874 dote for affilintes in this
group thot did not report in 1977, pri-
marily because they were exempt ** or
were ligquidated or sold after 1977, but
before 1977 report forms were mailed
out, 8o that a report could not be
secursd. 1974 dets for .5, effiliates
that reported in both the 1974 and 1977
aurvays are shown in line 7.

The second pansl of table A (lines
$-10} shows 1977 sample survey date.
Line 5 shows dota for nffiliates that re-
ported in both the 1574 snd 1977 sur-
vays. Lins 9, “births,” shows data for
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affiliates that entered the direct invest-
ment aniverse sfter 1974. Line 10, the
sum of lines 8 end 1, is total sample data
as published in this argicle.

The portioa of the universe covered
by the 1977 semple iz estimeted by
dividing 1974 data for affiliztes thot
reporéad in both the 1974 and 1977 sur-
vays (line 7) by 1974 data for nll aifili-
ates that wers potentinlly subjeat to re-
porting in the 1977 survey (line 5). The
results show that coverage of the sampla
wes gquite high—rroging from 92.9 per-
vand for amploymant to 96.2 percent for
selaa, Thus, the sample date presented
in this articls, while not expanded to
univerze levels, ace rensonable eatimates
of total foreign direct investment nctiv-
ity in the United Stntes m 1977.

Growth from 1974 to 1077 isshown in
line 12, For pach item, 1t s ealeulated 18
the percoent increase in 1977 date for
affiliatez that reported in the sample
survey, ioncuding deate for '‘births,”
over 1874 doia for wffiliates that re.
ported m both tha 1974 and 1977 sur-
voys plus 1974 dote for “dentha.’” Lins
13 shows compound ennuel rates of

growth.




